Spencers Retail Ltd — Aug 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline on core operations; Beat on strategic acceleration. One-line: Management has pivoted from a
national expansion strategy to a "Shrink-to-Win" regional model, exiting loss-making clusters to accelerate
EBITDA breakeven by 6—9 months.

Dimension This Quarter Sentiment

Signal | Evidence

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange

The Street's Primary
Anxiety

Capital Cycle Stage

Margin / Return Ratio
Trajectory

Pricing Power

FCF Conversion &
Quality

Competitive Moat
Signals

Balance Sheet Strength
Working Capital
Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red
Flag

Management Tone

Inline / Strategic Beat

Low (One-off driven)

Neutral

Improving

Deteriorating (Scale) / Improving
(Unit Econ)

Q# 5 + 7 — Monetization of TGS
and regional exit.

Continued cash burn and high
leverage ([BOO Cr debt).

Consolidation / Rationalization

Improving

Stable

Weak

Shrinking (Geographic footprint)

Stressed

Improving

Mixed

Related Party Transaction (TGS
sale)

Focused and Pragmatic

Management accelerated the timeline for EBITDA
breakeven from 12-18 months to 6 months.

NBV EBITDA ([23 Cr) was inflated by a one-off
assignment of "The Gift Studio" trademark.

Ambitious target of (100 Cr EBITDA swing
depends on successful exit of 49 stores.

Decisive action to exit NCR and South (22% of
topline) shows focus on capital discipline.

Shrinking from 1.3m to 0.8m sq. ft. trading area
reduces scale but doubles store EBITDA.

Mgmt defended the TGS sale as necessary to
focus capital on the core turnaround.

Mgmt responded by cutting 22% of revenue to
save [56 Cr in regional losses.

Massive reduction in footprint to stabilize the
balance sheet.

Gross margins stabilized at 19.5%; overheads
targeted to drop from 8% to 6.3%.

Positioned as experience-led, not a value
discounter; 19.5% GM is the floor.

Still in PBT loss (-[#3 Cr); interest costs on [B00
Cr debt remain a drag.

Becoming a regional player in East/UP; losing
national scale relevance.

[B00 Cr Consol debt vs negative PBT, needs
successful EBITDA turnaround to recapitalize.

Focus on "Food First" and high-churn categories
in core clusters.

History of delayed turnarounds; current "6-month"
guidance is a high-stakes reset.

Selling a growth asset (TGS) to a group company
to book one-off income.

Acknowledged "tough decisions" required for
survival and profitability.



Sentiment: JPositive | ONegative | ONeutral

Key Takeaways: Positives: * Decisive Portfolio Pruning: Exiting NCR and AP/Telangana eliminates [56 Cr of
annualized regional EBITDA losses. * Operational Efficiency: Targeted overhead reduction to 6.3% of sales
(down from 8%) and 35% reduction in corporate headcount. * Regional Dominance: Focusing on East and UP
where brand equity and store-level EBITDA are significantly higher.

Negatives: * Shrinking Footprint: Total trading area drops from 1.3m to 0.8m sq. ft., a ~38% reduction that
impacts long-term scale. * Low Earnings Quality: Nature's Basket EBITDA of [23 Cr was heavily aided by a
one-off trademark sale to a group company. * Debt Overhang: Total consolidated debt of (BOO Cr remains high
relative to the now-smaller revenue base. * Growth Trade-off: "The Gift Studio," a high-potential gifting arm,
was sold to a related party, removing a potential growth lever from the SRL balance sheet.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT and Concall. Q1 FY25 financials vs Q1 FY24 (YoY) and Q4 FY24 (QoQ).

Current (0]o]0)
Trend Mgmt Commentary
Qtr Change
Revenue Flat QoQ; YoY decline due to cluster exits starting.
~[567 Cr | (Slight) - (Flat) BN QoQ . , g
(Consol) Volume growth in NBV offset by Spencer's.
Gross Margin Sustainable at 19.5%-+; driven by better margins in
20.14% 1 100 bps 1 90 bps 1 .
(%) core Food/FMCG categories.
EBITDA (Post- 1 Improvement driven by cost optimization and NBV
29 Cr _— t(vs-[BCr) 1 i
INdAS) (Significant) one-off income.
-[43 Cr 1 ) Narrowed from -[81 Cr in Q4. Interest and Depr. still
PAT (Loss) 1 .
(PBT) (Narrowed) (Narrowed) high.
SSS Growth L . . . .
%) Mid-single  First entry First entry - Better performance in East/UP vs exited clusters.
Store Count . - . . .
(SRL) 121 1 48 1 48 ! Rationalizing footprint; exited 49 stores in NCR/South.
Store Count . .
33 13 - 1 Expansion focused on Mumbai/Bangalore.
(NBV)
Net Debt . . Y00 Cr Spencer’s, [100 Cr NBV. High leverage
[800 Cr First entry First entry 1 . ;
(Consol) remains a key risk.
. Cost optimization flowing through; 35% headcount
Operating Cost 111 Cr LbCr L [BCr 1 C
reduction in corporate.
Revenue / sq. . Impacted by fragmented presence in non-core clusters
16,200 1 1.8% First entry ! )
ft. before exit.

2B. SEGMENT BREAKDOWN



Revenue (O EBITDA (Post-

Segment Key Development
. cn) IndAS) v o
~[480 Cr Below Exiting 49 stores; focusing on East/UP
Spencer's Flat BCr 1
(Est) Avg clusters.
Nature's ~[87 Cr Above EBITDA includes one-off TGS trademark
8% (23 Cr 1
Basket (Est) Avg sale; 4% QoQ growth.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

. . Management Required Run-Rate / Historical X
Dimension Category . . - . Risk Flag
Target / Claim Mathematical Feasibility Delivery
EBITDA Pre-IndAS Needs ~[100 Cr annualized High - Execution
Guidance Breakeven breakeven by Q4 EBITDA swing; highly dependenton  Improved risk on store
v
FY25. [66 Cr savings from exits. closures.
) Store Add 100,000 sq. ft. ~8-10 stores/year in East/UP. )
Guidance ) ) ) . Inline Low.
Expansion per year. Feasible given current pipeline.
Significant drop from 8.5% needed;
) Reduce to 6.3% of o
Guidance Overheads sales implies lean corporate structure Improved Moderate.
' post-exit.
. . High - Short-term
Regional Exit NCR and » . .
Strategy Exiting 49 stores across 18 cities. First entry revenue loss ([490
Focus South.
Cr).
. o High - No firm
Debt Fundraise timing Needs EBITDA positivity to attract . o
Balance ) ] First entry timeline for [BOO
Reduction TBD. capital and de-leverage.

Cr raise.



4. ANALYST Q&A



Q# Relevance

1 4.0
2 3.5
3 4.5
4 3.0

Theme
Firm Cluster

Analyst /

Category

Akhil Parekh Store Business
(B&K) Expansion  Overview
Akhil Parekh . .
SSSG Financials
(B&K)
Akhil Parekh . . .
Margins Financials
(B&K)
Akhil Parekh Financial . .
. Financials
(B&K) Modeling

Underlying
Concern

Guidance on
store
openings in
East/UP.

Feasibility of
5-6% SSSG
guidance.

Sustainability
of 19.5%
Gross
Margin.

Operating
cost run-rate
for FY25/26.

Management
Response &
Investment
Implication

Management
plans to add
8-10 stores
(100k sq ft)
annually,
specifically in
Calcutta and UP
clusters. This
signals a shift
from national
scale to local
density to drive
regional
logistics
efficiency.

East and UP
clusters already
deliver mid-
single digit
SSSG, unlike
the
underperforming
South/NCR
regions.
Profitability is
expected to
improve as
lower-growth
clusters are
removed from
the average.

Mgmt confirmed
19.5% is
sustainable by
avoiding "value
discounting”
and focusing on
wide
assortments
and experience.
This supports a
model of 13%
store opex and
6% overheads
to hit
breakeven.

Corporate
headcount and
costs will be
35% lower by
Q3 FY25

Evaded /
\\[o] ¢
Addressed

None

None

None

None

Credibility Verdict

4.5

4.0

Specific
timeline
given

Clear and
guantified

Specific
and
verifiable

Directional
with
evidence



Theme
Firm Cluster

Analyst /

Q# Relevance

Underlying

Category Concern

Management
Response &
Investment
Implication

Evaded /
Not Credibility Verdict
Addressed

Related
Bharat Gupta
5 5.0 ) Party /
(Fair Value)
TGS
Bharat Gupta  Capital
6 4.0 ) .
(Fair Value) Raise
Rishikesh Cluster
7 4.5

(RoboCapital)  Exit

Rationale for
selling "The
Gift Studio”
(TGS)
trademark.

Governance

Timing and
quantum of
the planned
[BOO Cr
fundraise.

Capex &
Allocation

Details on
the 49 store
closures.

Strategy

compared to a
year ago. This
aggressive cost-
cutting is the
primary lever for
the 6-month
turnaround
target.

Management
stated TGS is
not “core" and
requires more
capital than SRL
can provide to
scale beyond
existing
categories. The
assignment
allows SRL to
book one-off

Deflected
— key
signal

Capital
allocation 3.0
priorities

income while
shedding a
capital-intensive
incubation
project.

Management
has not finalized
the quantum or
timing, stating
Q3/Q4 (post-
EBITDA
breakeven) is
the "right time"
to seek capital.
This implies the
company must
prove the
turnaround
works before
investors will
recapitalize it.

Exact
quantum/ 25
timing

Hedged

The exit covers
AP, Telangana,
and NCR,
representing
(490 Crin
annualized

Specific
None 5.0 and
turnover. quantified
Removing these
"drags" is
expected to



Management
Analyst / Theme Underlying Response &

Evaded /

. Category Not Credibility Verdict
Firm Cluster Concern Investment
Addressed

Implication

Q# Relevance

double the
remaining
portfolio's store-
level EBITDA.

PATTERN FLAGS & SENTIMENT * The "One-off" Anxiety: Multiple questions focused on the quality of NBV's
EBITDA and the sale of The Gift Studio. Analysts were skeptical of the sustainability of profit improvements that
rely on related-party trademark assignments. Management remained defensive, framing it as a "focus" exercise.
* The "Shrink-to-Win" Pivot: Analysts pressed on the revenue loss from exiting 22% of the business.
Management was confident, arguing that "bad revenue" (loss-making) was hurting the balance sheet and
preventing the core "good" regions from thriving. * Credibility Watch: Management’s accelerated timeline
(breakeven in 6 months vs. 12-18) was met with cautious optimism but also pressure for specifics on corporate
cost-cutting.

Analyst Sentiment Verdict: Analysts appear skeptical of the long-term growth potential of a shrinking company
but acknowledge the necessity of these "survival" measures. The most friction occurred around the TGS
trademark sale (governance/quality). Credibility is on a "wait-and-see" trajectory until Q4 results prove the
EBITDA swing is sustainable.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Prior Q) | What Q&A Revealed | Gap /
Walk-back | Risk to Thesis | | | | [ | | | Turnaround
Timeline | EBITDA breakeven in 12-18 months. | Now targeting Q4 FY25 (6 months). | Acceleration.
Management is moving much faster to prune the portfolio than previously indicated. | High execution risk; failure
to hit this target will severely damage credibility. | | Portfolio Strategy | Multi-format national retailer. | Focus on
two core clusters (East/UP). | Pivot. SRL is effectively abandoning its national ambitions to become a regional
powerhouse. | Loss of national scale and bargaining power with FMCG majors. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare. SRL's "Prior Context" is the baseline for this turnaround strategy.

What Changed Prior Quarter This Quarter Direction
Operational Strategy Growth & Expansion Cluster Exit & Rationalization | Scale / 1 Margin
Footprint 1.3 million sq. ft. 0.8 million sq. ft. 1 (38% reduction)
EBITDA Guidance 12-18 month breakeven 6 month breakeven (Q4 FY25) 1 (Accelerated)
Corporate Leaness 8% overheads 6.3% overhead target 1 Efficiency
Portfolio Included "The Gift Studio" TGS Trademark sold to RPSG group | Asset Base

Regional Mix National (NCR, South, East, UP) Regional (East & UP only) - Concentration
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